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THE WHITE HOUSE

WASHINGTON

June 7, 1977

MEMORANDUM FOR THE PRESIDENT

/»1 f
FROM: FRANK MOORE <

SUBJECT: MAYOR ABRAHAM BEAME/CONGRESSMAN JOHN
MURPHY (NY)

Mayor Beame called Congressman Murphy and helped convince him to

vote with us on the Clean Air bill in committee. We have now jrot
asked him to call Congressman Murphy, who is the deciding vote Ae & ¢50
against Congressman Robert Krueger's deregulation amendment in nwnrf7 R
the Energy and Power Subcommittee.

Mayor Beame's only request was to make sure that you knew that
he had cooperated with us.

-

J
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THE WHITE HOUSE

WASHINGTON

MEETING WITH CONGRESSIONAL LEADERS
RE CONSUMER AGENCY BILL
Wednesday, June 8, 1977
8:15 a.m. (10 minutes)
Cabinet Room

From: Frank Moore \,/E;%n'

I. PURPOSE

To convince Senator Byrd and Senator Ribicoff
to schedule the Consumer Agency bill for
Senate floor action before the House acts.

IT. BACKGROUND, PARTICIPANTS & PRESS PLAN

A. Background: The Consumer Agency bill is in
serious trouble in the House because of
intense business lobbying. The picture is
more favorable in the Senate where the bill
(S.1262) easily cleared the Government Affairs
Committee May 16. However, Senator Ribicoff
and Senator Byrd have been very reluctant to
take the bill to the Senate floor until the
House acts. Senator Byrd believes the Senate
could be tied up for weeks breaking a filibuster,
to the detriment of other, more important
legislation.

B. Participants: The President

The Vice President
Senator Byrd
Senator Ribicoff
Speaker O'Neill
Congressman Brooks
Frank Moore

Bob Thomson

C. Press Plan: White House Photo Only.

ITI. TALKING POINTS

A. Senator Ribicoff and Senator Byrd will insist the
House move first. Their reasoning will be that
carrying the bill to the Senate floor will be
a delaying factor for other legislation and useless
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THE WHITE HOUSE

W

WASHINGTON

June 7, 1977

MEMORANDUM FOR THE PRESIDENT

FROM: BARRY JAGODA 4,.,.7

SUBJECT: Cultural Endowments

The matter of Joe Duffey

We have a good candidate for the NEH job, finally.

Joe Duffey, your long-time supporter and highest

ranking Carter appointee to a cultural position, has

a fairly serious problem. You will be receiving, soon,

a recommendation from Secretary Vance that Duffey's

bureau (he is Assistant Secretary of State for Educational
and Cultural Affairs) be merged out of State into USIA.
(Generally all those in your Administration concerned

about the issue agree with Vance's recommendation, including
Duffey.) But Duffey will then become a subordinate to the
head of USIA and that is not a very good job. Duffey would
take NEH, but I think he would be a superb head of a combined
NEA/NEH. (Jordan and Eizenstat think this is a terrific idea.)
(Joan Mondale could continue to have her high visibility role
in the arts and Duffey, with a Ph.D. and respect from the
academics, could run the agency and keep the humanists from
being jealous.)

Merger of NEH and NEA

When you realized that we had not found a person to head the
Humanities Endowment it occured to you that one possible
solution to helping this institution find a broad constituency
would be to merge it with the highly successful Arts Endowment.

I am still testing the waters on this idea but it is accepted
by a surprisingly diverse sample of the arts and humanities
constituency. There is no disagreement from knowledgeable
parties that a combined endowment would be cost-efficient

and would be considerably more manageable. The merger would
facilitate greater coordination of all cultural activities
and would lead to a reduced duplication in areas such as
museum support, media activities, university relations, and
certainly in administrative support.
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The more I think about this merger idea the better it seems.
Not only would it make good management sense but it would
be a clear demonstration of how intelligent combination can
significantly reduce government bureaucracy.

Pell and Brademas are likely to initially oppose this idea
citing several concerns:

1l -- single powerful appointee would be "cultural czar"

2 -- fear that the merger would symbolize a reduced commitment
to either the arts or (more likely) the humanities

3 == Pell's interest in having the counsel of his cultural
committee appointed to head the Arts Endowment. (His guy
is less dynamic than Blitzer and you don't want him.)

4 -- Their pride in having created the structure which now
exists.
5 =-—- A psychological fear of "efficiency”" in the cultural area.

I think we could get Congress to go along with this plan if
you made it plain that you consider this an effort to enrich
the cultural institutions and if we deal with Pell's concern
about his committee counsel.

However, if this merger idea is strongly opposed by Pell and
Brademas we could fall-back to moving Duffey into the NEH
and make him head of the Foundation which overlaps NEH and
NEA--and has no authority. Sort of a compromise which would
give the two institutions more coherence but allow both to
have some sort of separate identity.

We are set to meet with Pell and Brademas on Wednesday, June 8

at 11:00 am. Eizenstat wants to join the session. Stu and I

think it would be a good idea to meet for five minutes -sedaime wir k o
“Toestewe, tO review the plan for the Brademas/Pell meeting.

APPROVE e NO, NOT NECESSARY

—t
N
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NATIONAL LEAGUE OF POSTMASTERS
OF THE UNITED STATES

Crystal Square #4 - 1745 Jefferson Davis Highway - Suite 501 - Arlington, Virginia 22202

Mailing Address — PO. Box 2074, Arlington, Va. 22202 - Telephone —(703) 892-2940

EUGENE B. DALTON Coe TN oz oonTn

President y 7 1 ZZ
Baldwin, GA 30511 oS

(404) 778-2751 June 7, 1977 s
CHARLES W. PERRY /é v

Executive Vice President "

Holland, OH 43528 :
(419) 8652601 ggz ;;?ildﬁnt
1te ouse
ELEANOR MONSON
Washington, D.C. 20500

Secretary-Treasurer
Silvana, WA 98287
(206) 652-8364

R. FAIN HAMBRIGHT Dear Mr. President:
Vice President

Grover, NC 28073 . . , A A
(704) 937-7176 I wish to express my sincere appreciation for taking your valuable
JAMES HARRISON time to see me, as a representative of the National League of Post-
Vice President masters of the United States. We represent Postmasters in 20,000

Morrill, NE 69358 R . . .
(308) 247.2095 communities across these United States. The majority of our member-

WENDELL KIMBROUGH  Ship consists of Postmasters from smaller offices in the rural areas
Vice President of our country.

Alicia, AR 72410

(501) 886-2195 . . .
I am certain you are aware, the United States Postal Service has many

GIL V. MONTANEZ . . . . . . .

Vice President ills. It is our opinion that major surgery is required in order to
Tempe, AZ 85282 once again, establish a postal service the American People are en-
(602) 966-9313 titled to receive.

KENNETH H. JENNINGS
Immediate Past President

Powell, TN 37849 When the new Postal Service was established in 1970, as a quasi-

(615 947-6110 government corporation, top management personnel were brought in

ALLEN T. LANIER from the outside to "improve the service and reduce the costs'. The
Editor record clearly indicates the opposite has been true. Today, we face
Guyton, GA 31312 . . . . .

(912) 772.3235 not only the increasing curtailment of service, but increased costs
HAZEL M. BERIK as well. The philosophy of management from the private sector of

Office Manager reaching a break-even point, in what is truely a service organization,

%ﬁj%%%%ggmeczooz*can never be accomplished. A major reason being, the cost of pro-
viding Rural Free Delivery Service and City Delivery Service to the
American public, prohibits breaking even, without increasing the price
of postage to the point where only the affluent could afford it. Many
decisions rendered in the last seven long years, without proper guid-
ance from experienced postal people, have caused only greater deficits
within the Postal Service.

Under the present concept, the Postmaster General (PMG) is accountable
only to a Board of Governors —-- who are experts within their respective
fields of business, but have little or no knowledge of the Postal Ser-
vice. The Board of Governors has become a rubber stamp, accepting
whatever facts and figures the PMG chooses to place before it. The
Postal Service presently receives large subsidies from Congress with
absolutely no strings attached.
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3: 55 p.m.

Mr. President --

Philips Hamilton called
and wanted you to call him
back. He said it was
personal.

-= 8SsC

(912) 233-5576 (home)
(912) 233-0276 (work)
(912) 234-3481 (lawyer's office)
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THE WHITE HOUSE
WASHINGTON

Mr. President:

Copies have been sent to
those persons (Brzezinski,
Eizenstat, Bourne, Chip)
whom you indicated you
wished to do some work

in this area.

Rick
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interest payments on household checking
accounts may accelerate the membership drain.
Fed payments on its member bank reserves,
however, should not exceed 3150-250 million
of annual budget cost.

APPROVE B DISAPPROVE

3. Seek an extension until December, 1979, of
interest rate ceilings on savings deposits
(Regulation Q), which are intended to
protect savings flows for housing finance. %4 déf
In the interim, we will develop proposals :; a7
for an improved housing finance alternative. ‘

plas s

APPROVE v DISAPPROVE gic

Other areas that will be studied further during 1977
are more diversified lending powers for savings
institutions, credit discrimination against low-income
urban residents ("red-lining"), the impact of Electronic
Funds Transfer on the banking system, and possible
regulation of U.S. bank lending to developing countries.

The following elaborates these proposals in detail.

Broad Policy Goals

We recommend that the Administration endorse the two
principles of (1) a reduction in the barriers to
competition among our financial institutions and (2) the
gradual elimination of Federal ceilings on deposit interest
rates. Most federal regulations governing depository
institutions originated in the 19230's to protect depositors
and the soundness of financial institutions. Promoting
competition was considered a lesser priority. In the
intervening years, there have been numerous efforts to
modernize these regulations, but most have failed.

Today, inefficiencies exist in our financial system as
a result of artificial barriers to competition and
outmoded regulations. Besides being costly to consumers,
these barriers have also led to an increasing number of
banks giving up their membership in the Federal Reserve
System. This in turn has made the conduct of monetary
policy by the Federal Reserve Board more difficult and
over time may pose real hazards.
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1977 Strategy for Financial Institutions Reform

The previous Administration twice attempted, first
in 1973 and then in 1975, to correct these weaknesses
by introducing omnibus reform legislation. These bills
proposed simultaneous reform in three major areas:

1. allowing institutions to pay interest on a
new type of checking account;

2. phasing out interest rate ceilings on savings /7€
deposits; and

3. providing more diversified lending powers for /7{
savings institutions.

The complexity of these two bills resulted in
their defeat. Several financial industry groups
opposed these, particularly the savings/housing interests
which feared any change in mortgage lending patterns.

Today, virtually no one favors another omnibus
reform effort. 1Its prospects of passage would appear
non-existent. The opposite interests of the groups
affected, and the difficulty of mobilizing effective
support from the major beneficiaries -- consumer/savers--
argue for a much more selective approach.

We propose that the Administration forego omnibus
reform, and instead approach it selectively.

Three Key Elements of Proposed 1977 Legislation

1. Permit creation of a new type of interest-earning
household checking account.

We recommend that the Administration address only
one of the three key controversial issues this year --
interest on household checking accounts. Legislation
in other, major areas can be introduced next year, or
in 1979, if this year's effort succeeds.

The specific proposal would permit all depository
institutions to offer a new type of interest earning
account on which checks can be drawn. Such accounts -- now
offered in New England -- generally are called NOW (Ne-
gotiable Order of Withdrawal) accounts. They would
be offered to household customers under a uniform
interest rate set by Federal regulators. The Federal
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Reserve will set uniform reserve requirements on
these new accounts at all institutions. The Federal
Reserve favors this and the Senate Banking leadership
also supports the concept.

There are two reasons to support this proposal.
First, the legal ban against paying interest on checking
accounts has eroded through innovation and eventually
will erode completely. Federal legislation would
permit a more orderly transition.

Second, NOW accounts will increase the efficiency
of our financial system. Currently, checking account
holders receive an implicit return via free or below cost
services on their accounts. Allowing an explicit
interest return would give consumers the option of
receiving payment in monetary rather than service form.
It also will encourage depository institutions to
price services closer to costs.

Smaller commercial banks will oppose this proposal,
because paying interest on checking balances will lower
their earnings, but savings banks and savings and loans
will support it. Large banks, generally facing more
competition, already are providing sufficiently large
implicit returns that their earnings will be less affected.
To minimize this bank earnings problem, NOW accounts
would be limited to households and would carry a low
interest rate.

Proposal: That the Administration introduce legislation biéf
permitting nationwide NOW accounts.

2. Authorize the Fed to pay interest on reserves to
reduce the outflow of banks from the Federal Reserve
System.

We further recommend that this legislation include
authorization for the Federal Reserve to pay interest
on the reserves which its members must maintain. The
Fed imposes legal reserve requirements gainst deposit
liabilities of its member banks. It determines specific
reserve levels in relation to monetary policy needs.

Today, these member bank reserves must be held at
the Fed in non-earning form. In contrast, non-member
banks generally are permitted by their regulators to
hold smaller amounts of reserves and to invest them in
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earning assets. This regulatory disparity means that
it is costly for banks to remain members of the Fed
System. For this reason, medium-sized and smaller
banks recently have been withdrawing from membership
at a growing rate. As a result, Fed earnings may be
weakened.

Chairman Burns is concerned that this loss of member-
ship will weaken the soundness of our banking system
and the Fed's ability to conduct monetary policy. More-
over, the negative bank earnings effects of introducing
NOW accounts may accelerate the membership loss. Burns
has proposed that the Fed be authorized to pay interest
on member bank reserves to lessen this cost burden
of membership.

We recognize his concern and support this proposal,
provided that the net reduction in Fed earnings is
moderate. (These earnings are paid to Treasury.) The
Fed originally proposed high cost interest payment
plans, and Treasury is still negotiating, but will not
recommend to OMB a plan costing more than $150 to
$250 million in Fiscal 1978. We believe something in
the order of this amount would be lost in revenue
through membership attrition if the present rate of
loss in membership continues.

Opposition to this Fed proposal will reflect concern
that large banks do not need this additional revenue,
and that it should be primarily targeted to small banks.
Indeed, Congress may require such targeting.

Proposal: That this legislation include authorization ‘ﬂi
for the Federal Reserve to pay interest on its member 4
bank reserves, not to exceed $150-250 million of budget

cost.

3. Seek a two-year extension of interest rate ceilings
on time deposits.

We recommend that this legislation also include a
two-year extension of interest rate ceilings on savings
deposits (Regulation Q) through December 1979.
Regulation Q attempts to protect the flow of savings into savings
institutions and, in turn, to ensure continued mortgage
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lending by those institutions. Regulation Q ceilings
are counterproductive -- they actually weaken savings
flows and mortgage lending. Nevertheless, the savings/
housing interests fear that eliminating the ceilings
would weaken them even further. It is unrealistic,
therefore, to seek their elimination without a sound
housing finance alternative. A two-year extension
should provide adequate time to prepare one.

Opposition to a two-year extension of Regulation Q
will come from the savings industry which would prefer
a longer extension. It also will come from certain
commercial banks who, while supportive of the ceilings,
want to eliminate the differential which now permits
thrifts to pay higher interest rates on savings
accounts than banks pay.

Proposal: An extension of interest rate control authority
on savings accounts (Regulation Q) until December 1979.
Over these two years, a special inter-agency group (HUD,

Treasury and the financial regulators) will try to J/”V;“*
develop an alternative. /7/@1@’700 gkp?/
T h. &
PR P/) 7i1,/'/6/)
Areas for Further Study in 1977 ) %léyywié
Lo e /é/oﬁbéﬁfv

We recommend that the Administration undertake a
major study of "redlining" -- credit discrimination
against low income, inner city residents by lending
institutions. Recent State-level studies have highlighted
this problem and Congress will hold related hearings this
year. We believe that it needs objective study, and
the Urban and Regional Policy Task Force intends to
undertake it.

In addition, Treasury will undertake studies and
propose policies as required later this year in the
following areas:

1. Electronic Funds Transfer and its impact on
the banking system.

2. Regulation of U.S. bank lending to LDC's.

3. Limited expansion of lending powers for federal
savings and loans.
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H MEMORANDUM
Date:  ;ine 1, 3977 .
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FOR ACTION: FOR INFORMATION:

Stu Eizenstat ~ QW

FROM: Rick Hutcheson, Staff Secretary

SUBJECT W. Michael Blumenthal memo 5/27 re Financial
Institutions Reform.

YOUR RESPONSE MUST BE DELIVERED
TO THE STAFF SECRETARY BY:

TIME: IMMEDIATE TURNAROUND

DAY:

DATE:

ACTION REQUESTED:
X Your comments
Other:

STAFF RESPONSE:
| concur. No comment.
Please note other comments below:

This is the revised version of
Blumenthal's memo. ‘

PLEASE ATTACH THIS COPY TO MATERIAL SUBMITTED.

If you have any questlons or if you antlmpate a delay m subm|ttmg the required
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MEMORANDUM TO:

FROM:

RE:

THE WHITE HOUSE

WASHINGTON

Rich Hutcheson 04////

Jack Watson \

Financial [Insititutions Reform

This is the substitute memorandum on

Financial Institutions Reform which I just

spoke to you about on the telephone. Please

pull the earlier memorandum and substitute

this one for it.

The technical errors in

the earlier memorandum have been corrected.

June 1, 1977

Attachment









Treasury developed this series of proposed 1977 policies
for the Administration in the area of "financial institutions

reform." Congress will hold hearings on this subject on
June 20.
I. Broad Policy Go=ls

We recommend that the Administration endorse the two
principles of (1) a reduction in the barriers to competition
among our financial institutions and (2) the gradual
elimination of Federal ceilings on deposit interest rates.
Most federal regulatlon governing g depository institutions
originated in the 1930's to protect depositors and the
soundness of financial institutions. Promoting competition
was considered a lesser priority. In the intervening
years, there have been numerous efforts to modernize these
regulations, but most have failed.

Today, inefficiencies exist in our financial system as
a result of artificial barriers to competition and outmoded
regulations. Besides being costly to consumers, these
barriers have also led to an increasing number of banks
~giving up their membership in the Federal Reserve System.
This in turn has made the conduct of monetary policy by
the Federal Reserve Board more difficult and over time
may pose real hazards.

II. 1977 Strategy for Financial Institutions Reform

The Qrevious Administration twice attempted, first in
1973 and then in 1975, to correct these weaknesses by
introducing omnibus reform l;glslatlon. These bills
proposed simultaneous reform in three major areas:

(1) allowing institutions to pay interest on demand
deposits;

(2) phasing out interest rate ceilings on savings
deposits; and

(3) providing more diversified lending powers for
sav1ngs institutions.

The complexity of these two bills resulted in their
defeat. Several financial industry groups opposed these,
particularly the savings/housing interests which feared any
change in mortgage lending patterns.



Today, virtually no one favors another omnibus reform
effort. 1Its prospects of passage would appear non-existent.
The opposite interests of the groups affected, and the
difficulty of mobilizing effective support from the major
beneficiaries -~ consumer/savers -- argue for a much more
selective approach.

Proposal: That the Administration forego omnibus reform,
and instead approach it selectively.

Approve:

Disapprove:

Comment:

ITI. Proposed 1977 Legislation

A. Paying Interest on Household Checking Accounts

We recommend that the Administration address only one
of the three key controversial issues this year -- interest
on demand deposits. Legislation in other, major areas can
be introduced next year, or in 1979, if this year's effort
succeeds.

The specific proposal would permit all depository
institutions to offer interest earning accounts on which
checks can be drawn. Such accounts —-- now offered in
New England -- generally are called NOW accounts. They
would be offered to household customers under a uniform
interest rate. The Federal Reserve favors this and the
Senate Banking leadership also supports the concept.

There are two reasons to support this proposal. First,
the legal ban against paying interest on checking accounts
has eroded through innovation and eventually will erode
completely. Federal legislation would permit a more orderly
transition.

Second, NOW accounts will increase the efficiency of
our financial system. Currently, checking account holders
receive an implicit return via free or below cost services
on their accounts. Allowing an explicit interest return



would give consumers the option of receiving payment in
monetary rather than service form. It also will encourage
depository institutions to price services closer to costs.

Smaller commercial banks will oppose this proposal,
because paying interest on checking balances will lower
their earnings, but savings banks and savings and loans
will support it. Larger banks, generally facing more
competition, already are prov1d1ng sufficiently large
lmpllClt returns that their earnings will be less affected.
To minimize this bank earnings problem, NOW accounts initially
would be limited to households and would carry a low interest
rate.

Proposal: That the Administration introduce legislation
permitting nationwide NOW accounts.

Approve:

Disapprove:

Comment:

B. Reducing the Outflow of Banks from the Federal
Reserve System

We further recommend that this legislation include
authorization for the Federal Reserve to pay interest on the
reserves which its members must maintain. The Fed imposes
legal reserve requirements against deposit liabilities of
its member banks. It determines specific reserve levels in
relation to monetary policy needs.

Today, these member bank reserves must be held at the
Fed in non-earning form. In contrast, non-member banks
~generally are permitted by their regulators to hold smaller
amounts of reserves and to invest them in earning assets.
This regulatory disparity means that it is costly for banks
to remain members of the Fed System. For this reason,
medium-sized and smaller banks recently have been with-
drawing from membership at a growing rate. As a result,
Fed earnings may be weakend.



Chairman Burns is concerned that this loss of member-
ship will weaken the soundness of our banking system and the
Fed's ability to conduct monetary policy. Moreover, the
negative bank earnings effects of introducing NOW accounts
may accelerate the membership loss. Burns has proposed that
the Fed be authorized to pay interest on member bank reserves
to lessen this cost burden of membership.

We recognize his concern and support this progpsal,
provided that the net reduction in Fed earnings is moderate.
(These earnlngs are paid to Treasury.) The Fed orlglnally
proposed high cost interest payment plans, and Treasury is
still negotiating, but will not recommend to OMB a plan
costing more than $150 to 250 million in fiscal 1978. We
believe something in the order of this amount would be lost
in revenue through membership attrition if the present
rate of loss in membership continues.

Opposition to this Fed proposal will reflect concern
that large banks do not need this additional revenue, and
that it should be primarily targeted to small banks.
Indeed, Congress may require such targeting.

Proposal: That this legislation include authorization for

the Federal Reserve to pay interest on its member bank
reserves, not to exceed $200-300 million of budget cost.

Approve:

Disapprove:

Comment:

C. A Two-Year Extension of Interest Rate Ceilings
on Time Deposits

We recommend that this legislation also include a two-
year extension of interest rate ceilings on savings deposits
(Regulatlon Q) through December 1979. Regulation Q was
initiated in 1966 to protect the flow of savings into savings
institutions and, in turn, to ensure continued mortgage
lending by those institutions. Regulation Q celllngs are
counterproductive -- they actually weaken savings flows and
mortgage lending. Nevertheless, the savings/housing interests



fear that eliminating the ceilings would weaken them even
further. It is unrealistic, therefore, to seek their
elimination without a sound housing finance alternative. A
two-year extension should provide adequate time to prepare
one.

Opposition to a two-year extension of Regulation Q will
come from the savings industry which would prefer a longer
extension. It also will come from certain commercial banks
who, while supportive of the ceilings, want to eliminate the
differential which now permits thrifts to pay higher interest
rates on savings accounts than banks pay.

Proposal: An extension of interest rate control authority
on savings accounts (Regulation Q) until December 1979.
Over these two years, a special inter—-agency group (HUD,
Treasury and the financial regulators) will try to develop

an alternative.

Approve:

Disapprove:

Comment:

Areas for Further Study in 1977

We recommend that the Administration undertake a major
study of "redlining" -- credit discrimination against low
income, inner city residents by lending institutions.

Recent State-level studies have highlighted this problem and
Congress will hold related hearings this year. We believe
that it needs objective study, and the Urban and Regional
Policy Task Force intends to undertake it.

In addition, Treasury will undertake studies and
propose policies as required later this year in the following
areas.

1. Electronic Funds Transfer and its impact on the
banking system.

2. Regulation of U.S. bank lending to LDC's.

- 3. Limited expansion of lending powers for federal
savings and loans.
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President Jimmy Carter ‘<j}

The White House
Washington, D.C.

I respectfully submit for your consideration the attached
propocsal for a presidential visit to the State of Arkansas.

I would be happy to work with members of your staff in
making the necessary arrangements.

Yours truly,

. \\\ -
S
oV T e \'M‘\\‘/
)

ewis JY Johnson, Jr.
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PROPOSAL

PRESIDENTIAL TRIP TO ARKANSAS:

EVENT: Arkansas/Oklahoma Agriculture Day TIME: At the pleasure of
the President

HOST: Farmers Coop of Arkansas and Oklahoma, Van Buren, Arkansas
LOCATION: Van Buren, Arkansas (Crawford County) Third Congressional District

ESTIMATION OF NUMBER OF PEOPLE: 10,000

JUSTIFICATION OF TRIP:

(1) Arkansas, next to Georgia, produced the largest margiln of
victory for the President. The people of Arkansas are 1in
great expectatlion of the first presidential visit.

JUSTIFICATION OF LOCATION AND HOST:

(1) Parmers Coop of Arkansas and Oklahoma was one of the few active
supporters of the President in the area of agriculture. Farmers
Coop had submitted a proposal for a visit by the then Democratic
candidate during the general election; however, a visit to the
State Democratic Convention was held instead.

(2) Van Buren, Arkansas is a bordertown with Oklahoma and this provides
for the maximum local press coverage for two (2) states;
Oklahoma and Arkansas.

(3) Van Buren is a rural community located in the Third Congressional
District of Arkansas presently represented by Congressman
John Paul Hammerschmidt (Republican).

(4) With three congressmen, a governor, an Attorney General and a
Lt. Governor all jockeying for position for either the U.S.
Senate race or the Governor's Office, a site such as Van Buren
is highly feasible. Only Lt. Governor Joe Purcell actilively
and openly supported the President during the primary. Van
Buren 1s only 30 miles from the hometown of Senator Bumpers
and has always been one of the strongest areas of support for
Senator McClellan.

(5) Van Buren would offer the President an opportunity to strengthen
his support in a here-to-fore Republican stronghold; speak to
rural people, i.e., black, white, old, Indian participants and
the State Democratic Party, The National Democratic Committee
and the Arkansas Congressional Delegation.

(6) A definite A-plus for the President.



II.

III.

Electrestatle Copy Made
for Praservation Purpones
/2 Moon

TITY T e e
N A

e 22Llll o

THE WHITE HOUSE

WASHINGTON

MEETING WITH THE
NATIONAL CYSTIC FIBROSIS POSTER CHILD

Wednesday, June 8, 1977
12:40 PM (5 minutes)
The Oval Office

FROM: MARGARET COSTANZA /Z Q

PURPOSE

To recognize and help focus national attention on the
National Cystic Fibrosis Poster Child, Robbyn Foxx.

BACKGROUND, PARTICIPANTS AND PRESS PLAN

A. Background: The Cystic Fibrosis Foundation was the
first, and for awhile, the only major national health
agency with their headquarters in Atlanta, Georgia.

The National Cystic Fibrosis Poster Child is brought

to Washington, D. C. each year to be photographed

with The President, The Cabinet and Members of Congress.
In 1966, the Poster Child was from Georgia and through
Senators Russell and Talmadge, the Poster Child was
invited for the very first time to go to The White
House and have pictures made with President Johnson.

Every year since 1966, the Cystic Fibrosis National
Poster Child has been received by The President.

B. Participants: See Tab A

C. Press Plan: Pool Coverage

TALKING POINTS

1. General Courtesy.

2. The Cystic Fibrosis Foundation is a truly outstanding
example of what the spirit of volunteerism can accomplish.
Robbyn Foxx, the Poster Child, is an excellent representa-
tive of the children who suffer with cystic fibrosis, a
disease affecting the digestive system and lungs. I commend
the Cystic Fibrosis Foundation for its excellent record of
service in helping people with disabilities to achieve greater
independence and realize their full potential in life.
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June 7, 1977

MEETING WITH POSTMASTER GENERAL BENJAMIN F. BAILAR AND POSTAL
SERVICE BOARD OF GOVERNOR'S CHAIRMAN M.A. (MIKE) WRIGHT
AND BOARD MEMBER ROBERT I,.. HARDESTY
Wednesday, June 8, 1977
10:50 a.m. (10 Minutes)
The Oval Office

From: Stu Eizenstat ESdSA’

I. PURPOSE

Postmaster General Bailar met with me in February and

again in April to brief us on postal matters. The ten
minute meeting that is scheduled for tomorrow is in

response to his request to meet with you to give his
personal assessment of postal problems and the solutions

he believes merit your attention. On Friday of this

week you will speak to members of the Magazine Publishers
Association who will be concerned about the Administration’s

postal policies.

II. BACKGROUND

Mr. Bailar will only have time to focus on two issues:
(1) your campaign pledge to have the Postmaster General
(PMG) appointed by the President once again, and (2) the
immediate need to seek a rate increase in postage.

O The U.S. Postal Service (USPS) will begin to suffer
losses in excess of $220 million per month after the
first of next year, and the Board of Governors of the
USPS will have to agree on proposed rate increases at
the next meeting of the Board in early July in order
for the PMG to file the rate request with the Postal
Rate Commission in a timely fashion.

o The PMG has indicated that he will recommend that the
Board file a "two-tiered" rate increase proposal for
the first class postage. He believes that the Service
will need a 16¢ first class stamp in order to maintain
the present levels of service. If the Service is al-
lowed by the Commission to eliminate Saturday delivery
then he believes that he will only need a 15¢ first

class stamp.
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REPLY TO Benjamin R. Civilettil
ATTNOF:  Assistant Attorney General ggg%ﬁg%@ggHgijiUSTICE
Criminal Division 12-51-3002

SURJECT:  United States v. Leroy Barnes,

aka. "Nicky." et al., S-77-CR-190 - ’?
o

(HFW) (SDNY )

=

The Attorney General
elg

The above~styled case is set for trial on September 16, . (2’
1977. Defendant Leroy "Nicky" Barnes is charged in the
subject indictment with one count of conspiracy to distrib- P
ute heroin and cocaine, one count of conducting a continuing
criminal enterprise, and four counts of distributing heroin.
The current indictment is a superseding indictment returned
on April 11, 1977, necessitated by the distribution of
almost a kilo of heroin by Barnes and others on the evening
of March 14, 1977, the same day the original sealed indict-
ment was returned. Four firearms counts and one heroin
distribution count were added to the original indictment
bringing the number of counts to thirteen.

Barnes and his co-defendants were successful in getting
the original trial setting of June 6, 1977, set back to
September 16, 1977, notwithstanding the Government's desig-
nation of Barnes and some of his co-defendants as high risks -
under the Speedy Trial Act. The 90-day rule lost its impact
once most of the defendants achieved their release on bail
or executed waivers of the 90-day speedy trial rule. The
trial judge did, however, impose on Barnes daily, in-person,
reporting requirements and personal sign-in requirements on
Saturdays and Sundays.

The Government currently has three of its wiftnesses in
the U. S. Marshals' Witness Services Program.

Preparation for trial continues and includes the
securing of taxpayer return information from the Internal
Revenue Service through the procedures set out under the
Tax Reform Act of 1976. On April 14, 1977, the government
obtained an ex-parte order pursuant to that Act for taxpayer
return information of Mx. Barnes. We are advised that as
of today a substantial amount of information has been delivered
by IRS to the prosecutors, Assistant United States Attorneys
in the Southern District of New York. The remainder is
hoped for shortly.
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force, and is probably not statistically significant.
The price level change is less than half of last
month's increase in consumer prices. I believe that
the political factors involved in our final decision
outweigh economic impacts of this magnitude.

Landon feels, and I agree, that the Coalition for a
Fair Minimum Wage would be forced to accept any
compromise you could reach with Chairman Dent. My
suspicion is that if we stick to $2.50 and 50% we will
not be able to trim the final percentage lower than

51 or 52%. Given the small difference in likely
outcomes, the question in my mind is whether we wish
to be perceived as taking the lead toward a compromise
or being forced to accept it. It is worth noting

that the votes on this issue will unite the Administration
and the Republicans against the more liberal Democrats.
This will farce very difficult choices on the moderate
Democrats who will hold the decisive votes. Dent and
the Democratic leadership would like to avoid this
situation.

The split option mentioned by Schultze and Marshall

is not acceptable to the AFL-CIO. However, Ray Marshall

views it as a possible fall-back position and it is worth
further exploring with Dent.

h-
the basic indexing figure, but to move toward this in T
a phased manner. (i.e., $2.50 this July, followed by
51% in 1978, 52% in 1979, and 53% in 1980.) You could ) ’P
also make it clear that you will veto anything above ; n
53%, that you believe that the tip credit revocation
should be eliminated from the bill, and that you favor
use of the full year of manufacturing wages as the
computation base.

One approach to compromise might be to agree to 53% as ?F’
0

A position such as this would minimize the inflationary
impact. By sticking with the $2.50 figure for this
July you could minimize criticism that you had changed
your position. And, since the 53% index would raise

a four person family out of poverty by 1981, you could
take credit for having responded to the criticisms of
the poverty groups. As you recall, 53% is also the
average level of the minimum wage for all the years in
which Congress has acted, and for the Kennedy-Johnson

years.
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MEMORANDUM FOR: THE PRESIj?NT
FROM: TIM KRAFTT »}ODY POWELL
SUBJECT: Advance Work for Presidential Travel

Hugh Carter has shared with us your comments about the
amount of advance and press advance work done in connection
with your trips, as reflected in his staff travel report
for May.

An initial problem is that much of the information in
the report is either incomplete or incorrect. For example,
the press advance person for Cape Canaveral did not travel
commercially as stated; stayed in Florida four and a half
days, not nine; also supervised press arrangements for St.
Simons and Plains on the same trip, which was not noted.
Our offices are working with Hugh to assure that more
accurate travel information is available in the future.

Acide from the problem of inaccurate reports which can
be re_.olved fairly easily at the staff level, we also feel
you should have a brief explanation of what the advance
and press advance people do, and why it may take one (or
more) of them up to a week to prepare properly for a Presi-
dential trip.

Typically, a lead advance person performs the following
functions: recruits local volunteers (drivers, telephoners,
etc.) and opens advance office; makes courtesy calls to
local Democrats, early Carter supporters, etc. and invites
airport greeting groups; prepares final schedule (frequent-
ly including numerous changes); organizes welcoming crowds
where indicated (in Fresno, 40,000 phone calls were made
and 250,000 leaflets were distributed); coordinates schedule
and logistical arrangements with Secret Service, WHCA, Trans-
portation Office, Press Office, Military Office, and others
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However, we do not at this point know the potential
reaction of Congressman Dent and the Congressional
moderates, or of the AFL to this approach.

If you wish, together with Ham and Frank, I will explore with
Secretary Blumenthal, Charles Schultze and Bert Lance their Zgé-
views on what kind of compromise, if any, they might find
acceptable. I recommend that before you adopt any compromise

that Frank Moore explore the issue fully with Dent and other

Congressional leaders.
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June 7,1977

Mr. President:
For your consideration:
Mr. Norman Rrooks

mqitor of Arkansas Union Labor Bulletin
Little Rock,Arkansas

Regional Director, Federal Mediation
Conciliation Serv1co
Re pectfully
i ‘ “.W \ ¥ “;")'.'-».\/-N
Lew1 J.tJa

June T7,1977

Mr, President:
For your consideration:

County Judge Walter Kaylor

Van Buren,Arkansas

(Consideration as State Director of Farmers
Home Administration). Has approv 21 of the
Arkansas Congressional Delegatlion, Active in
your campalgn and well auall,led with =z
agriculture background.His name has been
Submitted to the Department of Agriculture.

Pespectfur«yb
b ‘\,\1 \ \\\ LA
LEWls J Johnjon Jr.

and

hnson,Jr.
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I submit for your consideration-

(1) AL1TERNATE, FEDERAL CO-CHAIRMA!N, OZARKS

REGIOVAL COMMISSION(Department of Commerce)

(2) ADMINISTRATOR, RURAL DEVELOPMENT SERVICES,
(Department of Agriculture)

(3) DEPUTY ASSOCIATE DIRECTOR FOR OLDER VOLUNTEER
PROGRAMS (ACTION)
(4) DEPUTY DIRECTOR, BUREAU OF INTERNATIONAL

COMMERCE (Department of Commerce)

Respectfully,-.

EO—— —

P - P . V‘\ - -~ b
Lewis J.Johnson,Jr.
12330 Massachusetts Ave.,N.W.

Washington,D.C. 201005
(202) 3b7-14n5
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MEETING WITH INTELLIGENCE OVERSIGHT BOARD

Wednesday, June 8, 1977
1:30 p. m. (30 minutes)
The Oval Office

From: Robert J. Lipshutz (ﬁép

PURPOSE

To meet with the three members you have selected to serve on the
Intelligence Oversight Board, along with the Vice President and

myself.

This initial meeting with the new Board will give you the

opportunity to outline your ideas about the importance, purpose,
and operation of the Board, and at the same time receive any sug-
gestions which the members might have.

BACKGROUND, PARTICIPANTS & PRESS PLAN

A-

Background:

You have abolished the President's Foreign Intelligence Ad-
visory Board.

Full responsibility within the Executive Office of the President
for oversight of Intelligence operations is in the Intelligence
Oversight Board. The Board's obligations, as established

by Executive Order, are:

1.

To receiye and consider reports by Inspector Generals
and General Counsels of Intelligence Community agencies
concerning activities that raise questions of legality or
propriety, and also to receive and consider such reports
from individuals on a confidential basis.

To review the practices and procedures of Inspector

Generals and General Counsels designed to discover

activities that raise questions of legality or propriety.
Gt

To review and analyze allegations of such abuses by

Intelligence Community agencies.
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6/7/77
Mr. President -

Attached is the Ike Skelton
letter re presentation of the
letter from Mrs. Truman which
you requested, Also attached

is the file of previous corres-
pondence on this matter between
Jane Fenderson and Sen. Eagleton.

Congres¥ional Corresp.








